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Energy Freedom Coa lition of America  ("EFCA"), through its  unders igned counse l, he reby

submits  its  Pos t-Hearing Brie f.

3
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The  Tucson Electric Power Company ("TEP" or the  "Company") makes  severa l proposa ls

in this  ra te  proceeding tha t contradict sound public policy and Commiss ion precedent. Name ly,

TEP has proposed to: (1) force  nearly 4,000 customers onto a  new ra te  class  fea turing mandatory

demand ra tche ts . Demand ra tche ts  a re  punitive , vola tile , and inappropria te  for these  cus tomers .

9 TEP has  made  this  proposa l be fore  a ttempting to educa te  its  cus tomers  and would leave  those

customers  with no practica l means  to manage  the ir demand, (2) assess  mete r fees  for new sola r

Dis tributed Gene ra tion sys tems  ("DG") tha t would discourage  the  adoption of sola r and tha t do

12 not re fle ct tha t va lue  tha t DG provide s , (3) not gra ndfa the r comme rcia l DG cus tome rs  on the ir

current ra te  des ign and ne t ene rgy me te ring ("NEM") ta riff and ins tead migra te  them to a  wholly

new ta riff and seeks  to engage  in re troactive  ra temaking by imposing a  grand fa the ring deadline

prior to the  is s ua nce  of a n orde r in this  ca s e , (4) include  a  DG s ys te m from its  TEP -owne d

Re s ide ntia l S ola r pilot progra m ("T()RS ") in ra te  ba s e  de s pite  the  inve s tme nt cle a rly be ing

imprude nt a nd TEP  fa iling to me e t the  pre re quis ite s  to a llow for the  s a me , a nd (5) dra s tica lly

increase  its  customer charge based on a  minimum system analysis . .

The  Commis s ion ma y only a dopt ra te s  tha t a re  "jus t a nd re a s ona ble ," a nd it is  the

20 Company's  burden to provide  evidence  sufficient to demons tra te  tha t its  proposa ls  a re  jus t and

re a s ona ble . In this  proce e ding, TEP  ha s  fa ile d to me e t its  burde n. All of the s e  propos a ls  a re

22 unreasonable  and are  counter to the  interest of TEP customers, and therefore  must be  denied. As

se t forth in gre a te r de ta il be low, the  proposa ls  would unjus tly a nd unre a sona bly punish those

24 customers that have already adopted DG and those that are  considering doing so in the future . The

Commission is  required to safeguard the  customers from attempts by the  utility to adopt new ra tes,

ta riffs  and other proposa ls  tha t have  not been properly ve tted, supported by the  evidence , or tha t

a re  not in cus tomers ' be s t inte re s ts . Thus , TEP 's  proposa ls  identified in this  brie f should not be

adopted or, a t a  bare  minimum, should be  deferred until Phase  2 of this  docket.28

1
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Additiona lly, the  Re s ide ntia l Utility Consume r Office  ("RUCO") propose s  to ha ve  a  ne w

RP S  Bill Cre dit Option a dopte d in P ha se  l of the se  proce e dings . The  RP S  Bill Cre dit Option is

not a ppropria te  in its  curre nt form a nd it is  pre ma ture  to a dopt this  proposa l in P ha se  l of this

proceeding. EFCA therefore  requests  tha t the  proposal be  deferred until Phase  2 of this  docket, or

in the  a lte rna tive , if the  Commiss ion mus t a dopt it now, EFCA a sks  tha t the  Commiss ion a dopt

ERICA's  proposed RPS Bill Credit Option proposa l outlined he re in.

7

8

9

11. DE MAND R ATC HE TS AR E P UNITIVE AND INAP P R O P R IATE ;

THEREFORE THE MGS  RATE CLAS S  S HOULD NOT BE FORMED AND

THE  C O MMIS S IO N S HO ULD C O NS IDE R  AN ALTE R NATIVE  TO  THE

R ATC HE T F O R THE LGS  RATE CLAS S .10

1 1

13
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16

17
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The nature of demand charges makes them volatile , and they subject customers to a  greater

12 like lihood of high monthly bills  tha n tra ditiona l two-pa rt ra te s  or time -of-use  ra te s . This  vola tility

stems from the fact that demand charges set a  large part of a  customer's bill based on a short period

14 of time  during  a  b illing  pe riod , a nd a  de ma nd ra tche t me cha nis m a mplifie s  th is  proble m

significantly. Under a  s tandard demand charge , a  s ingle  ins tance  of high demand can se t a  la rge

part of the  bill for a  s ingle  month, but under a  ra tche t, tha t s ingle  instance  of high demand can se t

a  la rge  pa rt of the  bill for an entire  yeafal

The  Me dium Ge ne ra l S e rvice  ("MGS ") ra te  cla s s  s imply s hould not be  forme d. TEP 's

demand ra tche t proposa l would be  particula rly difficult for customers  to manage  because  it is  not19

20 time-of-use -based, but ins tead based on non-coincident fifteen minute  inte rva ls In tota l, tha t

21

23

24

equates to 35,040 inte rva ls  ove r the  course  of a  yea r tha t must be  managed because  any one  of

22 them could end up se tting the  annual demand ra tchet.3 Unfortunate ly, even those  customers who

do a ttempt the  daunting ta sk of managing demand during those  inte rva ls  will be  unable  to do so

effectively, because TEP does not have metering infrastructure  in place  that is  capable  of providing

ins tantaneous  demand da ta  to the  cus tomer in the  firs t place .4 For seemingly obvious  rea sons ,

26 TEP's witness Craig Jones admitted, no customers have expressed interest in being subjected to a

25

27

28

1 Jones  Tr., Vol XI a t. 2587123-2588:20.
2 Garrett Tr., Vol X a t 226319-19.
3 Garrett Tr. Vol X a t 2268:20-226422.
4 Garrett Tr. Vol X a t 2263:20-2264:2.
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18 Demand Ratche ts  a re  Poor Public  Policy.
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demand ratchet.5

The  ra tche t me cha nis m TEP  ha s  propos e d is  a ls o biza rre  be ca us e  this  type  of ra te

me cha n is m is  no t on ly uncommon, it is  pa rticu la rly uncommon fo r s ma lle r comme rc ia l

cus tomers .6 Small commercia l cus tomers  a re  genera lly in ra te  cla sses  tha t not only do not have

demand ra tche ts , but a lso do not include  demand cha rges  in gene ra l.7 Typica lly, when demand

ratchets are  used they are  applied to ra te  classes with a  small number of very large customers, and

each customer's  load profile  is  analyzed prior to designing the  ra tchet itse lfl.8 In this  case , TEP has

not ana lyzed the  load profiles  of the  potentia l customers for the  proposed MGS class  a t a ll.9

Further, utilities  tha t pursue  demand charges  (and ra tche ts) typica lly do so as  a  method of

"peak shaving," which means  tha t the  cha rge  coincides  with the  utility's  peak demand-when the

utility's  ge ne ra tion cos ts  a re  the  highe s t-so the  cha rge  se nds  a  price  s igna l to the  cus tome r to

reduce  demand during peak times. TEP 's  proposa l does  nothing to reduce  peak demand. In fact,

TEP  witne s s  Cra ig Jone s  a dmitte d tha t unde r the  proposa l, a n MGS  cus tome r could ha ve  its

demand ra tche t se t even when TEP 's  sys tem is  expe riencing the  ve ry lowes t ove ra ll demand of

cos ts  from cus tome rs  e xhibiting the  e xa ct be ha vior the  utility is  s e e king to ince ntivize -shifting

the ir peak load away from system peak,

A.

In addition to recommending tha t the  Commiss ion re ject TEP 's  proposa l to crea te  a  new

MGS ra te  class  subject to a  demand ra tchet, EFCA has a lso proposed tha t the  Commission direct

TEP  to imple me nt a n a lte rna tive  to its  e xis ting de ma nd ra tche t on the  LGS  cus tome r cla s s ,

cons is te nt with the  Commis s ion's  dire ction in the  re ce nt UNS E de cis ion." S pe cifica lly, EFCA

proposes tha t TEP should be  required to re form the  exis ting LGS tariff to assess  monthly demand

24 based on the  maximum monthly 15-minute  inte rva l demand.

23

25

26

27

28

5 Jones  Tr., Vol XII a t 2815:22-2816:1.
6 Garrett Tr., Vol X at 2291 :4-16.
7 Garrett Tr., Vol X at 2291 :5-23.
s  Garrett Tr., Vol X a t 2308:16-25.
9 Garrett Tr., Vol X a t 2308:16-25.
10 Jones  Tr., Vol IX at 2024:22-2025:7.
11 Commission Decision No. 75697 at 86-87: 19-28, 1-5.
12 Direct Testimony at 58:2-4.
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The punitive  nature  of demand ra tchets  have  far-reaching consequences, including

discouraging the  adoption of energy saving and storage  technologies and an unfa ir impact on

seasonal customers.

I. Demand Ratchets  Deter Energy-Saving and Storage Technologies.

Demand ratchets deter the adoption of advanced energy saving teclmologies and, according

to RUCO's  expert, Mr. Huber, ra tche ts  a re  wholly incompa tible  with s torage  technologies . In this

ca se , a s  Mr. Jone s  confirme d," the  ra tche t would function a s  a  fixe d cha rge  - one  tha t ma y be

fixed for a  whole  year.14

In contras t, traditiona l volumetric ra tes  benefit cus tomers  because  they give  the  customer

the  most control over the  bill. Customers recognize  that more  usage equates to higher bills , so they

can reduce  usage  and experience  a  corresponding bill savings . Witness  Briana  Kobor expla ined,

"[t]he  volume tric ra te  is  a  s ignifica nt drive r a nd ince ntive  for conse rva tion, both through e ne rgy

e fficiency, demand re sponse , and in addition for dis tributed gene ra tion to offse t tha t volume tric

Unfortuna te ly, once  a  portion of the  bill be come s  fixe d, a s  TEP  ha s  propos e d, it is

unavoidable . There  are  no behaviora l changes or energy efficiency measures tha t can be  made to

address it, so customers have no economic reason to make conservation efforts .

Furthe r, a s  RUCO witness  Lon Huber described, yea r-round demand ra tche ts  like  those

proposed by TEP are a  deterrent to the adoption of battery storage technology. 16 Inexplicably, TEP

ha s  ma de  this  propos a l e ve n a s  the  Commis s ion e xplore s  the  a doption of ne w te chnologie s ,

including s torage .17 Ye t, a s  Mr. Huber described, "But in te rns  of like  a  24-hour demand cha rge

with a  full like  ra tche t, I me a n tha t would kill s tora ge  right out of the  ga te ."'8 "Killing s tora ge " is

obviously not an acceptable  outcome for the  Commission or the  public.

Mr. Jones argued tha t TEP's  proposal only discouraged storage  if the  customer in question

24

25

26

27

28

13 Jones Tr., Vol IX at 2027122-2028: 1.
14 Jones Tr., Vol XI at. 2587223-2588:20.
15 Kobor Tr., Vol IX at 2135125-213613.
16 Huber Vol. V11 at 1575212-20.
17 Commiss ion Docket No. E-000001-13-0375, In the matter of the Commiss ion's  Inquiry into Potentia l Impacts  to
the Current Utility Model Resulting from Innova tion and Technologica l Developments  in Genera tion and Delivery of
Energy, see  a lso Commis s ion Docket No. E-000001-16-0257, In the  ma tter of the  a pplica tion of Commis s ioner
Tobin's  inquiry into reducing sys tem peak demand cos ts .
18 Huber Vol VII a t 1574216-18.
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reached peak demand outside  of the  period when storage was utilized,'9 but even he  admitted that

2 it ma y not comple te ly mitiga te  the  proble m." Furthe r, he  a gre e d tha t for cus tome rs  with a  high

load factor and s teady usage , s torage  would not he lp mitiga te  the  e ffect of the  ra tche t,2' and he

could not identify any ana lys is  or s tudy tha t TEP had pe rfonned regarding the  impact of demand

ra tche ts  on energy s torage  or dis tributed genera tion."

Finally, because  of the  nature  of a  ra tchet, it is  a  rea lity tha t any customer adopting storage

(or any other energy or demand reducing technology) must wait a  full year for the  demand portion

of the ir bill to be  impa cte d by the  ne wly ins ta lle d s tora ge  te chnology. The  ide a  of ma king a n

9 inve s tme nt a nd the n ha ving to wa it a  full ye a r for the  ra tche t to work its  wa y to a llow for a ny

savings  (and face  the  risk of los ing a  full yea r of savings  for any potentia l mis -timed discha rge )

with the  new technology is  enough to dis suade  mos t cus tomers  from adopting new technology

13

12 whe n a  ra tche t is  in pla ce .

2. Demand Ratchets Harm Seasonal Customers.

14

15

16

17

1 8

19

20

21

Ratchets also harm seasonal customers because customers with seasonal usage can set an

a nnua l pe a k a nd re ma in subje ct to the  sa me  de ma nd cha rge  for the  ne xt ll months  due  to the

ra tchet." For example , a  customer such as  a  school tha t opera tes  only during certa in times of year

could set a demand ratchet based on one of its busy months, and the same demand rate would apply

for the  remaining 10 months regardless  of the  school's  actua l demand during the  remainder of the

year. Seasonal businesses  could be  shut down entire ly during this  time but s till would need to pay

the  s a me  75% de ma nd ra te  e ve ry s ingle  month. TEP  witne s s  J one s  a ls o a cknowle dge d tha t

applying a  demand ratchet would be punitive to seasonal customers.24

22

23

B. Cus tomers  a re  Unprepa red  for Demand Ra tche ts  Now and Will Not be

Prepa red  in  the  Future .

24

25

The  a bs e nce  of a n e duca tion pla n for pros pe ctive  MGS  cus tome rs  is  a la rming whe n

cons ide ring the  s ignifica nce  of the  ra te  proposa l. TEP  is  s e e king to imple me nt a  punitive  ra te

26

27

28

19 Jones  Tr., V01 IX at 2041:2l-2042:4.
20 Jones Tr., Vol IX at 2041 :21-204214.
21 Jones Tr., V01 IX at 204215-8.
22 Jones Tr., V01 IX at 203829-13.
23 Garrett Direct Testimony at 55:2-14.
24 Jones Tr., at Vol IX at 2028219-202925.
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1

2 unde rs tanding of how they work. As  EFCA witne ss  Ga rre tt s ta ted,

3

me cha nis m be fore  its  cus tome rs  a re  prope rly e duca te d on de ma nd ra tche ts  a nd ha ve  a ny

"[t]he  be tte r approach would

be to continue with the  two-part ra tes with those  customers, leave them in the  small general service

4 class. And then if you really believe that they need demand charges, we need to educate  them first,

99 25

6

7

8

9

10

1 1

12

13

14

15

16

17

18

19

21

5 not a fte r the  fact.

I. TEP 's  Educa tion Efforts  a re  Not Sufficient or Even in P lace .

To be  clear, a t present there  is  no education plan in place  for the  customers TEP would like

to pla ce  in the  ne w MGS cla ss . S ta ff witne ss  Howa rd Solga nick re cognize d tha t a lthough TEP

pla ns  to cre a te  a n e duca tion pla n, it ha s  not a rticula te d one  to da te ." The  Commiss ion a lre a dy

re jected UNSE's  plan to implement manda tory demand ra tes  because  it had not engaged in any

educa tiona l activity firs t," and like  UNSE, TEP has  not engaged in any educa tiona l e fforts  e ithe r.

The  limited de ta ils  tha t a re  ava ilable  about TEP 's  tenta tive  plans  a re  not encouraging. To begin

with, TEP  ha s  not e ve n ye t cle a rly ide ntifie d which cus tome rs  would be  switching into the  ne w

ra te  class , and those  customers  will not be  identified untila fte r the  re solution of this  proceeding."

Once  TEP se lects  these  cus tomers  and only a fte r a  nine -month pe riod has  e lapsed, they will be

force d into the  MGS  cla s s ." To ma ke  ma tte rs  wors e , if the  MGS  pla n is  imple me nte d, future

customers would have no transition period a t a ll, because  any ofTEn's  SGS customers who trigger

the  usage  threshold would be  forced onto MGS afte r jus t three  months ."

TEP  cla ims  to ha ve  e nga ge d in cus tome r outre a ch, but thos e  e fforts  we re  limite d to

20 answering informa l ques tions  about the  pending ra te  case ." Cra ig Jones  admitted tha t not even

half the  potentia l customers to be  moved to MGS had been contacted." Due to the  incomple te  and

22 informal na ture  of these  communica tions , the re  is  no way to know which customers  were  notified

or what customers were told about the new rate class, and because the MGS class participants have

24 not ye t be e n comple te ly ide ntifie d, TEP  obvious ly ha s  not communica te d with the  ma jority of

23

25

26

27

28

25 Garrett Tr., V01 X at 226118-12.
26 Solganick Tr., Vol X at 239612-5.
21 Commission Decision No. 75697.
28 Jones Tr., Vol IX at 201911-19.
29 Jones Tr., V01 IX at 201911-19.
30 Jones Tr., Vol XII at 2820218-25.
31 Jones Tr., Vol IX at 2021:2_6.
32 Jones Tr., Vol IX at 2022:10-14.
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them. Mr. Jones could not identify how many customers  had been contacted, what they had been

2 told, or how often TEP is  in communica tion with these  unidentified cus tomers ."

TE P  a ls o  s u g g e s ts  th a t th e  n in e -mo n th  tra n s itio n  p e rio d  wo u ld  a llo w time  fo r

4 communica tions  with cus tome rs ." Tha t Communica tion howe ve r, will be  to te ll the  cus tome rs

what happened, not to give them a chance to learn about the  proposal and provide thoughtful input

in this  proceeding. It is  unclea r how meaningful even this  a fte r-the -fact communica tion will be  a s

TEP expects  the  cost of this  outreach to be  "minimal," possibly only $2,000, which would be  used

to s e nd le tte rs  to a ffe cte d cus tome rs ." Mr. Jone s  sugge s te d tha t othe r communica tions  we re

possible  but he  was uncerta in of how they might occur, only tha t they would not involve  additiona l

costs to TEP.36

Under TEP's  proposa l, a  customer will be  moved onto the  MGS ra te  should tha t customer

12 exceed 24,000 kph of usage during a  consecutive  two-month period no matter if those  two months

were  a  mere  aberra tion or not. TEP plans  to send a  le tte r to the  cus tomer a fte r the  firs t month of

usage  tha t suggests  to TEP tha t the  customer could reach the  24,000 kph threshold the  following

month. This  is  problema tic because  by the  time  the  cus tomer is  firs t notified of the  MGS cla ss

and its  potentia l consequences, that customer will likely be  well on their way to reaching the  24,000

kph limit during the second month. The proposal assumes that these business customers can make

rapid changes in usage  to avoid ge tting bumped into MGS, and further tha t they will be  capable  of

a ccomplis hing tha t cha nge  in us a ge  imme dia te ly a nd within a  s ingle  billing cycle . For the s e

20 customers, the  rece ipt of the  le tte r will not only be  the  firs t time they are  informed of the  new MGS

ra te  class  and the  demand ra tche ts  it includes , but it will a lso like ly inform them tha t joining MGS

22 is  a ll but ine vita ble .

Mos t of the s e  4,000 pote ntia l MGS  cus tome rs  ha ve  ha d no notice  of this  propos a l

24 wha tsoe ve r," a nd the re fore  ha ve  ha d no opportunity to voice  the ir conce rns . The se  cus tome rs

deserve  better than the  casual and after-the-fact approach to education tha t TEP has described to25

26

27

28

33 Jones , Tr., Vol IX at 2020:23 2022:13.
34 Jones Tr., V01 IX at 201911-19.
35 Jones  Tr., Vol IX a t 2019:24-2020:7.
36 Jones  Tr., Vol IX at 2019:24-2020:7.
37 Jones Tr., Vol XI at 2541 :6-16.
38 Jones Tr., V011X at 2022: 10-14.
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date . The Commission made clear in the  UNSE case  that until customers are  adequate ly educated

on the  use  of demand ra te s , such ra te s  will not be  approved." The re  is  absolute ly no rea son to

depart from the  Commission's  precedent se t on this  issue  just a  few months ago. In fact, given the

4 punitive  nature  of the  ra tchet, it seems there  is  a  stronger case  for education before  the  proposal is

even made in this case than in the  case  of UNSE.

The impacted small business have  the ir own costs  and budgets  to manage, and they must

be  a fforded the  opportunity to become  familia r with the  demand ra tche t proposa l and to provide

meaningful comment on whe the r or not it should be  adopted. A s ingle  le tte r advis ing them tha t

they are  more  than half way to a  new ra te  class fea turing mandatory demand ra tchets  is  not fa ir or

appropria te . S imila rly, the  initia l nine-month trans ition of cus tomers  tha t have  never been subject

to a  demand charge , le t a lone  a  ra tche t, to the  MGS ra te , which has  an ll-month ra tche t, is  wholly

ina de qua te . Cus tome rs  should be  a fforde d no le s s  tha n 12-months  to tra ns ition to ha ve  time

understand a  full year of the ir demand pa tte rns.

2. TEP 's  Small Business Customers Cannot and Will Not be  Able  to Manage

Demand Ratchets.

Unde r tra ditiona l two-pa rt ra te  de s igns , cus tome rs  ca n control the ir bills  ba se d on the ir

usage , but under a  demand ra te  (or ra tche t), the  demand portion of the  bill is  fa r more  difficult to

manage because  the  customer does not know their actual demand until peak demand has a lready

been set.40 This issue is demonstrated by the fact that TEP does not have demand meters in place.4'

Demand meters  are  critica l because  they give  the  customer the  ability to see  their current demand,

which pennies  them to control the ir usage before they set peak demand, not after.42 Staff agreed

that instantaneous demand information is best under a  demand ratchet.43 This is because once the

peak has been set, a  customer has to wait an entire  year to do anything about it.

Despite  TEP 's  e fforts  to sha re  demand infonna tion with cus tomers , a ll of it will s till come

afte r the  customer's  peak demand-se tting event. Cra ig Jones  expla ined tha t TEP 's  billing sys tem

26

27

28

39 Commission Decis ion No. 75697 at 65:15-18.
40 Garrett Tr., Vol. X a t 2288:8-20.
41 Garrett Tr., Vol. X at 2256: 1-7.
42 Garrett Tr., Vol. X a t 2256:8-16.
43 Solganick Tr., Vol. X at 2385: 18-21.
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18 The  MGS Ra te  Clas s  Traps  Cus tomers  and Offe rs  No Clea r Way to  Es cape .

19
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provides demand data  a t the  end of the  month,44 and that TEP's  web porta l "would, once  in place ,

2 give  them some  ava ilability, but it wouldn't be  ins tantaneous  da ta . It would be  prior months  kW

da ta , which would a lready be  on the ir ha rd bill or e lectronic if they ge t it tha t way."45 Obvious ly,

4 lea rning your peak demand from the  pape r bill for tha t demand when it knives  is  too la te  for the

cus tomer to react, and based on Mr. Jones ' description, TEP 's  web porta l will ultima te ly provide

6 the  information no sooner.

To ma ke  ma tte rs  worse , cus tome rs  will a lso not ha ve  inte rva l da ta  re a dily a va ila ble . As

discusse d a bove , TEP 's  de ma nd ra tche t is  ba se d on fifte e n minute  inte rva ls .46 Unfortuna te ly,

TEP 's  web porta l, once  active , would only provide  the  highes t demand reached during the  billing

cycle , a nd the  cus tome r's  inte rva l da ta  would a va ila ble  upon re que s t once  pe r ye a r, a nd if the

cus tome r would  like  it more  ofte n  the y would  ne e d to  pa y a n  a dditiona l cha rge ." This  is

unacceptable  because interval data  is  critical for assessing demand, particularly when the customer

ha s  35,000 inte rva ls to manage . The  cus tome r ne e ds  to know how the ir de ma nd is  cha nging

throughout these  inte rva ls  to know how to change  behavior. A bill indica ting only the  peak does

not te ll the  customer anything about the  re levant usage  before  and a fte r the  occurrence , whether

shifting some usage  to a  diffe rent time  would have  "shaved" the  peak or s imply caused the  same

17 peak a t a  diffe rent time .

c .

TEP 's  MGS ra te  cla ss  functions  like  a  trap, and two months  of abnorma lly high usage  is

20 all tha t is  required for the  trap to be  sprung.48 Current SGS customers have  no reason to suspect

tha t they could be  subject to a  demand ra tche t because , a s  discussed ea rlie r, TEP would notify

22 them only a fte r they a re  like ly to exceed the  24,000 kph limit. Even more  dis turbingly, once  these

customers are  caught in the  MGS trap and subjected to its  demand ra tchets , there  is  no clear way

24 to e scape . S imply reducing the  demand cha rge  se t by the  ra tche t in the  MGS cla ss  will require

that the customer cut demand by more than 25% of the peak that the customer set when the ratchet25

26

27

28

44 J ones  Tr., Vol. IX a t 2031 : 14-22.
45 J one s  Tr., Vol. IX a t 2031314-22.
46  Ga rre tt Tr., Vol. X a t 226329-19 .
47  J one s  Tr., Vol. IX 2032:3-14 .
48 J one s  Tr., Vol XI a t 254116-16.

9



1

2

3

5

6

7

8

9

10

1 1

12

13

went into e ffect.49 Once  this  is  accomplished, the  cus tomer will s till have  to wa it e leven months

before the ratchet resets to reflect a  lower demand peak.50

Le a ving MGS  e ntire ly is  a nothe r s tory. TEP  ha s  s e e mingly de ve lope d no cle a r wa y to

4 leave the class, and Mr. Jones did not articulate  any method when asked about the issue other than

s ta ting tha t TEP  would cons ide r it during the  firs t ye a r of MGS  imple me nta tion." Furthe r, Mr.

Jones went on to suggest that even if a  customer were to maintain demand beneath the 24,000 kph

MGS threshold for an entire  year, tha t cus tomer would not be  reverted to SGS automatica lly, but

instead would only be permitted to switch if they then made a  request to be  moved.52 TEP will a lso

not conta ct tha t cus tome r to notify the m tha t the y a re  e ligible  to re turn to S GS ,53 pote ntia lly

cre a ting a  s ce na rio whe re  unknowing cus tome rs  with us a ge  we ll be low the  MGS  thre s hold

continue  to be  subject to a  demand ra tche t long a fte r they should be . This  problem needs  to be

addressed, because  TEP should not have  the  authority to pick and choose  which cus tomers  a re

subj e t to demand ra tchets  and which are  not.

14 111. DG  O NLY ME TE R FE E S  ARE  UNFAIR AND UNWARRANTE D.

15

16

17

18

19

20

21

22

TEP would like  to impose  me te ring fee s  on new DG cus tomers  in the  amount $8.62 pe r

month for re s identia l cus tomers  and $9.13 pe r month for sma ll commercia l cus torne rs .54 This  is

approxima te ly five  times  the  me te r fee  approved ba the  Commiss ion in the  recent UNS Electric,

Inc., ("UNSE") ra te  case .55 This  fee  is  to pay for a  production mete r to measure  the  output of the

DG sys tem. This  provides  no bene fit to the  DG cus tomer and is  ins ta lled sole ly for the  bene fit of

the  utility. As a  result, the  DG customer should not be  bearing the  burden of this  increased fee .

The se  fe e s  should not be  ta ke n lightly, a s  the y would ma ke  a  s ignifica nt impa ct on the

economics  of DG. As Mr. Koch described, "[s]o cus tomers  who might have  average  monthly bills

in the  500 to 1,000 kilowa tt hours  a  month range  who might, corre sponding to tha t usage , who

24 would like ly ins ta ll sys tems  in the  4 to 5 kilowa tt range . Those customers could see as much as a

23

25

26

27

28

49 J one s  Tr.,  Vol. IX a t 2040: 14-17.
50  J one s  Tr. ,  Vol.  IX a t 2040:9-17 .

5 ] J one s  Tr.  Vol.  XII a t 2818 :15-2819111 .

52  J one s  Tr.  Vol.  XII a t 2819212-21 .
53  J one s  Tr.  Vol.  XII a t 2819 :12~2I.

54 J one s  Tr.,  Vol. IX a t 1977: 13-21.
55  J one s  Tr. ,  Vol.  IX a t 1977222-1978:9 .
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year of payback [added] to the  economics  of the ir sys tem with the  addition of $6per month mete r

fee ."56 These  additiona l cha rges  hand the  va lue  propos ition of sola r and would like ly make  TEP

customers  le ss  like ly to adopt it.57 This  is  pa rticula rly true  when, a s  he re , the  additiona l cha rges

are fixed and unavoidable.58

TEP's production meter fee  proposal is  a lso unfair because  the  charge  is  for the  production

mete r, which provides  no direct bene fit to the  DG cus tomer. Mr. Koch expla ined:

7

8

9

10

1 1

I don't see  tha t the re  is  a  compe lling reason why an individua l cus tomer would be
required or would need to have a  separate  solar meter insta lled. It seems to me that
tha t se pa ra te  me te r is  prima rily for the  be ne fit of the  compa ny in complying with
the  renewable  portfolio s tandard. There  a re  ce rta inly othe r benefits  of having tha t
me te r in pla ce . But if a  cus tome r wa sn't re quire d to ins ta ll tha t sola r me te r, the y
have  other means of ge tting tha t infonnation and would like ly not choose  to pay an
additiona l me te r fee  in orde r to have  tha t piece  of equipment ins ta lled."

12

1 3

14

1 5

16
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18
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21

Indeed, solar customers do not need the  production meter to be  provided service .60

The  production me te r is  used to track compliance  with Renewable  Energy S tanda rd and

Ta riff ("REST") re quire me nts61 a nd TEP  a lso use s  it to ca lcula te  its  Los t Fixe d Cos t Re cove ry

mechanism (the  "LFcR").62 Compliance  with the  REST serves  everyone , not only DG customers ,

but TEP and the  community a s  a  whole . The  REST rule s  drive  the  adoption of clean renewable

e ne rgy throughout Arizona , a nd dis tribute d ge ne ra tion is  a  pa rticula rly importa nt compone nt of

those  rules.63 DG customers have no duty to insta ll DG whereas it is  the  Company that has a  duty

to have  DG ins ta lled. The  production me te r is  clea rly for the  benefit of the  utility and not needed

by the  DG cus tomer.

22 4
23

24

25

26

27

28

56 Koch Tr., Vol. VIII a t 1756: 12-18. (Emphasis  added).
57 Kobor Tr., Vol. IX at 2127123-2128: 10.
58 Kobor Tr., Vol. IX a t 2127:23-2128:10.
59 Koch Tr., Vol. VIII a t 1756:21-1757:6.
60 Garrett Tr., Vol. X at 225526-8.
61 Garrett Tr., Vo1. X at 225526-8.
62 Huber Tr., Vol. VII a t 147322.
63 See A.A.C. R14-2-1805.
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ALL DG CUSTOMERS, INCLUDING COMMERCIAL DG CUSTOMERS, MUST

BE FULLY GRANDFATHERED FOR AT LEAST TWENTY YEARS.

A. The Commission has Repeatedly Stressed the Importance of Full

Grandfathering and that should be Upheld Again in this Case.
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In the  event the  Commission adopts  any proposa l impacting the  ra tes , ta riffs  and/or export

ra te  o f a ny DG cus tome rs  (re s ide n tia l o r comme rcia l), the  cus tome rs  tha t s ubmitte d  a n

inte rconne ction a pplica tion prior to the  is sua nce  of the  fina l orde r mus t be  fully gra ndfa the re d

unde r the  currently-exis ting ra te  de s ign and NEM ta riff. The  grand fa the ring pe riod should be  a

minimum of twenty years  and should apply to both res identia l and commercia l cus tomers .

It wa s  re ite ra te d in the  UNS E docke t tha t the  Commis s ion's  "de fa ult policy" is  to fully

grandfa ther a ll DG customers  tha t submit an inte rconnection applica tion prior to the  issuance  of a

final decision in a  ra te  case.64 This policy was endorsed yet again in the recommended order in the

pending SSVEC ra te  case  and the  recommended order in the  Value  of Solar docket. In the  UNSE

rate case, the recommended order specifically acknowledged that grand fathering is an issue arising

in virtua lly every ra te  case  and furthe r, tha t the  order is  meant to "provide  specific guidance  in an

e ffort to be  he lpful a s  we  move  forwa rd through the se  is sue s . The  recommended order then

sta ted tha t "[w]e  emphasize  tha t this  result should be  regarded as  our default policy.

Additiona lly, to the  e xte nt tha t the  Compa ny is  s till s e e king a  "cut-off' da te  prior to the

issuance  of a  fina l order in this  proceeding, such a  cut-off da te  must be  re jected. The  Commission

has  s ta ted time  and aga in, and specifica lly in the  UNSE ra te  case , tha t its  de fault policy is  not to

adopt any da te  prior to the  fina l order for implementing grandfa thering.67 TEP witness  Hutchens

acknowledged tha t the  grand fa thering in this  case  should be  "consis tent" with tha t ordered in the

UNS E ra te  ca s e .68  Compa ny witne s s  Tilghma n a dmitte d  tha t TEP  would  no t oppos e  a

24 gra ndfa the ring da te  ba s e d on the  da te  of the  fina l orde r in this  proce e ding. The re fore , full

23

25

26

27

28

64 Commiss ion Decis ion No. 75697 a t ll9:13-l7.
65 Id. at 34:24-26, 36:9-11.
66 Id. at 35: 1-5.
67 Commis s ion Decis ion No. 75697 a t 119:13-l7 ("In this  Decis ion, we have rejected the Company's  propos a l to
es tablish a  grandfathering date that precedes  the date of the Commission order. We emphasize that this  result should
be regarded as  our default policy."), a ccord SSVEC ROO a t 34:24 - 36:11.
68 Hutchens  Tr., Vol II a t 325:20 - 326:l1.
69 Tillma n Tr., Vol. III a t 663:24 - 66617.
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grandfa thering of a ll DG customers should be  immedia te ly implemented (as  occurred in the  UNSE

d0)ket)_70

3 B.

4

5

The  Compa ny Fa ile d  to  J us tify its  P ropos a l whe re in  Comme rc ia l DG

Cus tome rs  a re  no t Fu lly Gra nd fa the re d  Unde r Curre n t Ra te  De s ign

a nd  Ta riffs .

6

7

8

9

10 9972

1 1

12

1 3

14

In this case , TEP proposes that its  commercia l DG customers not be  grandfathered on their

curre nt ta riff a nd tha t the y be  migra te d to a  wholly ne w ta riff (i.e ., the  ne w SGS , MGS, or LGS

class).7l Specifica lly, the  Company s ta tes  tha t it will not extend grand fa thering to commercia l DG

customers because  it will a llegedly crea te  a  "separa te  class" tha t will "continue  to reap the  benefits

of the ir ne t me te ring ride r. In so a rguing, TEP  de mons tra te s  a  la ck of unde rs ta nding of the

purpose  of grandfa thering.

Gra ndfa the ring is  a  policy me a nt to prote ct the  rights , inve s tme nts  a nd inte re s ts  of

cus tomers  tha t inves ted in DG technology." It is  not a  policy tha t a llows  the  Company to protect

itse lf from compe tition. As  Vote  Sola r witne ss  Kobor highlighte d:

15

16

17
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19
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21

22

It is  essentia l tha t the  Commission safeguard exis ting NEM customers  from drastic
and unforeseen ra te  des ign changes . TEP 's  exis ting NEM cus tomers  have  made
inves tments  in DG sys tems to se rve  the ir family or sma ll bus iness 's  needs . Many
of the s e  cus tome rs  we re  e ncoura ge d to  inve s t in  DG through Commis s ion
incentives . By inves ting in rooftop sola r, cus tomers  fix a  portion of the ir e lectricity
bills  to offse t fluctua ting e lectricity ra tes . Many of these  cus tomers  have  made  the
inve s tme nt in rooftop sola r a s  pa rt of a  long-te nn fina ncia l pla n, pe rha ps  tie d to
re tirement, college , or some  othe r anticipa ted financia l need. By inves ting in the ir
own e ne rgy source , the se  cus tome rs  ca n re duce  monthly e xpe nse s  whe n the ir
sys te m is  pa id off, improving sa vings  pote ntia l much like  pa ying off a  mortga ge .
Drastic, unforeseen changes to the rate design for these customers have the potential
to severely undercut their planned savings.74

ZN

24

25

26

27

28

70 Commiss ion Decis ion No. 75697 a t ll9:7-24 ("in the upcoming second phase of this  proceeding, pa rties  should
address  how to phase in any changes  to the export ra te, to banking, to the implementa tion of demand charges , or to
any other s ignificant changes  to [NEM] or ra te des ign tha t would be applicable to new DG cus tomers . This  approach
would be more cons is tent with traditiona l principles  of regula tory gradua lism.").
71 Jones Rejoinder Test., TEP EX. 32 at 28:22 - 2914.
72 rd.
73 See generally Kobor Tr., Vol. IX a t 2105:5-l7.
74 Kobor Direct Tes t., Vote Solar Ex. 4 a t 75:11-22, a ccord Seibel Direct Tes t., Solon Ex. 4 a t 12: 13-20.
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Commissioner Tobin recognized as much in the  Trico ra te  case  when he  opined tha t "I am

de e ply conce rne d tha t ne a rly a ll of [the  pa rtie s  in this  proce e ding] re ma in unconvince d of the

Commiss ion's  commitme nt to honoring the  inves tments  of cus tomers  inves ting in rooftop sola r

(Emphas is  added). The  purpose  of

grandfa thering to protect DG customers was recognized in the  recommended order in the  Value  of

Solar docket as  well. The  recommended order in tha t case  proposes tha t the  Commission commit

itse lf to ensure  tha t customers tha t submit an interconnection applica tion prior to the  da te  of a  fina l

ra te  ca se  orde r be  a llowed to "continue  to utilize  currently-implemented ra te  de s ign and [NEM],

a nd will be  s ubje ct to curre ntly-e xis ting rule s  a nd re gula tions  impa cting DG."76 Thus , TEP

funda me nta lly mis unde rs ta nds  the  purpos e  of gra nd fa the ring a s  it is  me a nt to prote ct the

inves tments  and inte re s ts  of cus tomers  tha t have  a lready inves ted in DG prior to the  change  in

ra tes  and ta riffs , not extend specia l trea tment or crea te  new classes  of customers a fte r the  da te  of

the  new implementa tion of ra tes  and ta riffs .

Additiona lly, EFCA is  unaware  of any policy or decis ion tha t supports  TEP 's  pos ition tha t

comme rcia l DG cus tome rs  a re  not e ntitle d to the  s a me  gra nd fa the ring prote ctions  a s  the ir

re s identia l counte rpa rts . Furthe r, a s  Commiss ione r Tobin pointed out, it is  the  onus  of the  utility

to pre s e nt "s ubs ta ntia l e vide nce " to s upport its  gra nd fa the ring propos a l a nd tha t the  "pa rty

[seeking] a  diffe rent outcome  on grand fa the ring or othe r is sues , [ ] they must provide  sufficient

evidence to warrant such a depa1*ture."77

The  only "e vide nce " submitte d by TEP  in support of its  proposa l to migra te  comme rcia l

DG cus tomers  to a  new ta riff is  tha t doing so would re sult in "sepa ra te  cla ss  or trea tment for DG

customers."78 As discussed above, this  is  wholly untrue . The  only customers be ing grandfa thered

would be  those  tha t submitted the ir inte rconnection applica tion prior to the  fina l da te  of the  order.

No new class  is  be ing crea ted or benefit extended. Ins tead, the  currently-exis ting commercia l DG

cus tomers  would s imply continue  to ope ra te  unde r the  ta riffs  and ra te s  in place  a t the  time  they

26

27

28

75 ACC Commiss ion Docket No. E-01461A-15-0363, "Comm'r Tobin Letter" a t p. I (Oct. 13, 2016).
76 Value of Sola r Roo a t 154:3-4.
77 Commission Decis ion No. 74884 at 8:8-16.
78 Jones  Rejoinder Test., TEP Ex. 32 a t 28:22 - 29:4.
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12

13

14

adopted DG and accordingly, will continue  to rece ive  the  bene fits  they ba rga ined for when they

2 made such an investment.

Protecting commercia l customers ' investments  in DG is  jus t as  important as  protecting the

inve s tme nts  of re s ide ntia l cus tome rs . The y too ha ve  a  right to be  fre e  from impe rmis s ible

re troactive  ra temaking such as that proposed by the  Company. These  protections include ensuring

tha t commercia l DG customers  will not be  migra ted to a  wholly new class  or subjected to demand

ratchets.79 If commercial DG customers are  migrated to the newly-proposed classes (and subjected

to the  new ra te  designs associa ted with them), such customers would end up paying "significantly"

more  upon the  tra ns ition.80 Whe n tha t occurs , the  inve s tme nts  ma de  by the s e  comme rcia l

customers will be  rendered uneconomical and they will be  deprived the  benefit of their DG systems

(jus t a s  re s identia l cus tomers  would be  if they we re  not grandfa the red on the  current ra te s  and

tariffs). Thus, unless  a  commercia l DG customer opts  not to be  grandfa thered, the  grand fa thering

in this  case  must encompass  commercia l cus tomers  and prohibit them from be ing migra ted to a

new tariff or ra te  class in the  event they are  adopted.81

v .15

16

RUCO'S  RP S  CREDIT OP TION S HOULD BE DEFERRED TO P HAS E 2 OF THIS

P R O C E E DING  B E C AUS E  THE  P LAN IS  F LAWE D AND INC O MP LE TE  AS

CURRE NTLY DE S IG NE D.17

18

19

21

22

23

25

RUCO has presented in Phase  1 of these  proceedings its  RPS Credit Option proposa l. As

currently expla ined by RUCO, the  RPS Credit Option would be  an a lte rna tive  to NEM and would

20 not replace  it. The  RPS Credit Option would pay DG customers  a  ra te  for the ir output tha t is  fixed

for 20 ye a rs  a t the  time  e a ch DG sys te m come s  online . RUCO ha s  cla rifie d tha t this  fixe d ra te

could a pply e ithe r to the  DG cus tome r's  e ntire  output or jus t to the  powe r tha t it e xports  to the

grid.82 The re  would be  a  schedule  of declining RPS credits  s ta rting a t close  to the  current TEP

24 residentia l re ta il ra te  and then decreasing according to a  pre-se t series  of s teps based on insta lled

DG MW ca pa city.

26

27

28

79 Kobor Tr., Vol. IX a t 210515-17.
s o Koch Tr., Vol. VIII a t 1758:12 - l759:22.
81 Kobor Tr., Vol. IX a t 2145:8-22.
82 Huber Surrebutta l Test., RUCO Ex. 11 at 9.
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14 The  Va lue  of Sola r will Inform the  De ta ils  of the  RUCO RPS Credit Option

15

16

17

18

19

20

21

22

23

In Decis ion 75697 in the  UNSE ra te  ca se , the  Commiss ion "on the  fly" directed UNSE to

offe r the  RPS Credit Option tha t RUCO proposed in tha t case . The  option, however, in UNSE is

offe red only for a  short-tenn, tempora ry bas is  until the  pa rtie s  and Commiss ion can "address  the

long-te rm fea s ibility" of this  option in the  second phase  of the  UNSE ra te  ca se  tha t will addre ss

DG issues.83

While  the  Commiss ion a dopte d the  RP S  Cre dit Option a s  a  te mpora ry me a sure  in the

UNSE Decis ion, it should de fe r cons ide ra tion of RUCO's  RPS Credit Option to Phase  2 of these

proceedings . S ta ff witne ss  Solganick even excla imed, "procedura lly, I think we  would be  be tte r

se rved waiting for Phase  2" to implement the  RPS Credit Option.84 Upon applica tion of the  RPS

Credit Option, and adequate  study of the  ra te  design, it is  clear there  are  several flaws that need to

be  a ddre s s e d be fore  the  RP S  Cre dit Option is  re a dy for "prime  time ." The s e  fla ws  ca n be

addressed in Phase  2 of these  proceedings  and the re  is  no urgent need for the  ra te  a s  currently

designed to be adopted in Phase 1 of this matter.

A.

RUCO has  sugges ted tha t the  ave rage  RPS Credit across  a ll of the  s teps  or tranches  of

capacity should be  "the  long-te rm va lue  of sola r."85 RUCO witness  Huber de rived an es timate  of

7.9 c/kWh as  the  "long-te rm va lue  of sola r."86 But, s ta ted on cross-examina tion tha t the  ra te  was

based on a  cost-based approach and not the  Value  of Solar.87 Huber further expla ined during the

hearing, that the  export ra te  is  not se t up to pay the  value of solar, and is  actually se t up to pay less

than va lue  of sola r.88 It is  clear, the  ra te  was not designed to ensure  consis tent applica tion of the

re s ults  of the  Va lue  of S ola r docke t. For e xa mple , RUCO doe s  not cons ide r ca pa city-re la te d

avoided transmission and dis tribution costs  or the  avoided costs  of a ir emissions ." Thus, we  have

only one  person's  opinion as  to the  va lue  of solar not informed by any va lue  of solar methodology.

24

25

26

27

28

83 De cis ion 75697 in Docke t No. E-04204A-l5-0142, a t Finding 179, p. 142.
84 S olga nick Tr. Vol. X a t 250l:l6-24.
85 Hube r S urre butta l Te s t., RUCO Ex. ll a t 9  ("[t]he  ba s is  for e a ch ca pa city tra nche  in the  RP S  Cre dit Option wa s
formula te d to cre a te  a n a ve ra ge  ble nde d ra te  a cros s  a ll tra nche s  of a round 7.7 ce nts  pe r kph. This  conforms  with
RUCO's  long-te nn bre a ke ve n a na lys is .").
86 Hube r Dire ct Te s t., RUCO Ex. 10 a t 37-38.
87 Hube r Tr., Vol. VII a t l474:5-8.
88  Hube r Vo l.  VII a t l552 :l4 -l7 .
89 Be a ch S upple me nta l Te s t., EFCA Ex. 12 a t 4-5.
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1
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5

RUCO's  direct te s timony admits  tha t the re  is  a  high degree  of unce rta inty a round its  va lua tion of

DG, in pa rt due  to a  la ck of "officia l Commis s ion pos ition or guida nce  on this  is s ue . Such

guidance  is  precise ly wha t the  Value  of Sola r decis ion should provide .

The  va lua tion of DG is  the  corne rs tone  of the  RP S  Cre dit Option. This  va lue  obvious ly

will be  a  ke y output of the  Commis s ion's  a dopte d Va lue  of S ola r me thodology. As  a  re s ult,

6 RUCO's RPS Credit Option is  dependent on the  Value  of Solar Docket and the  RPS Credit Option

should be  cons ide re d in P ha se  2 of the se  proce e dings  to e nsure  its  a ccura cy. RUCO ha s  not

8 justified preempting the  outcome of the  Value  of Sola r Docke t when tha t decis ion is  so close .

7

9

10

B. The RPS Credit Option's Tranches Must be Review in Phase 2 since they

are Based on the Value of Solar and Tied to the Economics of DG.

11

12

14

15

16

17

18

19

20
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23

RUCO ha s  propos e d unde r the  RP S  Cre dit Option ce rta in tra nche s  of DG ge ne ra tion

capacity tha t, once  filled, would automatica lly lower the  applicable  credit ra te . Mr. Huber admitted

13 he  did not know or ana lyze  when each of the  tranches  would be  filled,9' but upon applica tion it is

clear the  tranches a re  se t too narrow and directly a ffect the  economics of DG.

Based on the  ra te  of ins ta lla tions  in TEP 's  se rvice  te rritory in 2015, the  firs t five  tranches

would be  fully s ubs cribe d within a  s ingle  ye a r.92 In  fa c t,  if the  RP S  Cre d it Op tion  wa s

implemented with the  re s t of TEP 's  ra te s  on Janua ry l, 2017, the  capacity additions  for the  firs t

tranche  would be  expected to be  reached within two and a  ha lf months ." As  a  re sult, it appea rs

tha t the  tranches  a re  se t too small and the  respective  ra tes  for each tranche  do not comport with

principle s  of gra dua lis m.94 The  DG ma rke t will drop quickly to the  lowe s t e conomic tra nche ,

e xha us t the  limite d a va ila ble  ca pa city, a nd go bus t.95 This  is  s imila r to the  e xpe rie nce  in sola r

22 marke ts  where  incentives  have  been offe red for only a  limited amount of capacity. The  incentives

se ll out quickly, and ins ta lle rs  must dea l with pe riods  of boom and bust. Accordingly, the  tranche

24 le ve ls  should be  re vie we d in P ha se  2 firs t to e nsure  the  RP S  Cre dit ra te  e nsure s  principa ls  of

gradua lism and a llows  for economica lly viable  DG.25

26

27

28

90 Huber Direct Tes t., RUCO Ex. 10 a t 37-38.
91 Huber Tr., Vol. VII a t 1528: 16-24.
92 Kobor Tr., Vol. IX a t 210721-6.
93 Kobor Surrebutta l Test., Vote Solar EX. 5 a t 7:14-27.
94 Kobor Tr., Vol. IX a t 2110:23 - 2111:7
95 Beach Supplemental Test., EFCA Ex. 12 at 8:7-21.
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2

C. The RPS Credit Option is Not Levelized Over 20 years and Immediately

Represents a Substantial Reduction in Compensation for DG Customers.

3

4

5

6

7

8

9

10

11

RUCO's proposal uses close  to the  re ta il ra te  as the  starting point for the  declining schedule

of RPS  Credits .% A bill credit for DG output, howeve r, tha t is  fixed for 20 yea rs  a t today's  re ta il

ra te  a lready represents a  substantia l reduction in compensation for DG customers. This is  because,

unde r NEM today, bill savings  e sca la te  ove r time  a s  re ta il ra te s  increase . For example , if TEP 's

curre nt re s ide ntia l ra te  of ll ce nts  pe r kph grows  a t 2.5% pe r ye a r, the  20-ye a r le ve lize d re ta il

ra te  (a t a  7.26% dis count ra te ) 97 is  13.3 ce nts  pe r kph, which re pre se nts  the  a ctua l 20-ye a r

le ve lize d bill s a vings  unde r NEM.98 Thus , if the  initia l s te p of RUCO's  RP S  Cre dit is  s e t a t ll

ce nts  pe r kph for 20 ye a rs , this  would re pre s e nt a n imme dia te  17% re duction in e xpe cte d

compensa tion for DG cus tomers ."

12

13

D. P re ma tu re  Ad o p tio n  o f th e  RP S  Cre d it Op tio n  Ba s e d  o n  th e  Cu rre n tly

Propos ed Tranches  will Sow Confus ion and Add Adminis tra tive  Expens e

to  TEP .14

15

16

1 7

18

19

20

21

22

23

In UNSE, the  Commission has ordered that the  RPS Credit Option be reevaluated in Phase

2 of that proceeding. 100 Thus, any adoption of the RPS Credit Option in Phase 1 of this case, would

a lso be  reeva lua ted in Phase  2 of this  ra te  case . The  RPS Credit Option should be  considered in

Phase 2 because the  temporary implementation of the  tariff sows confusion and adds unnecessary

administrative expense.101

The core  of the  RPS Credit Option is  the  ability of customers to se lect a  20-year RPS credit

ra te  to a pply e ithe r to the  e ntire ty of the ir DG output or to the ir e xports  to the  grid. As  a  re sult,

even a  temporary approval of this  Option will crea te , in essence , a  20-year pilot program tha t TEP

will have  to implement and mainta in over a  20-year period (if it is  successful). 102 This is  true  even

24

25

26

27

28

96 Huber Direc t Tes t., RUCO Ex. 10 a t 42.
97 Bas ed on TEP 's  weighted average  cos t of capita l.
98 Beach S upplementa l Tes t., EFCA Ex. 12 a t 5.
99 Id.
100 Decis ion 75697 in Docket No. E-04204A_15_0142, a t 142.
101 J ones  Tr., Vol. IX a t 2042:l7 2043: 12
102 Beach S upplemental Tes t., EFCA Ex. 12 a t 5.
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16
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20

if the  progra m is  quickly te rmina te d a s  a  re s ult of ta king a  diffe re nt dire ction on cre diting DG

exports in Phase 2.

Alte rna tive ly, if the  RP S  Cre dit Option is  continue d a s  a  re sult of P ha se  2, the  tra nche

structure  and ra te  levels  for the  credit may be  a ltered in Phase  2.103 The a ltera tion of the  tranches

would like ly crea te  grand fa thering issues  with respect to those  DG customers  who e lect the  RPS

Credit Option be fore  it is  revised in Phase  2. These  grand fa the ring issues  can be  avoided if the

7 RPS Credit Option is  evaluated on the  same basis and a t the  same time as a ll of the  other Phase  2

DG proposa ls .

Furthe r, imple me nta tion of the  RP S  Cre dit Option would re quire  a  s ubs ta ntia l e ffort,

10 including cus tomer educa tion about the  new option, website  deve lopment to provide  public da ily

tracking of the  tranches, and the  re -design of billing systems. In addition, this  expense  may be  for

naught a fte r Phase  2. If Phase  l of this  case  concludes  in December 2016 or Janua ry 2017, the

implementa tion of a  tempora ry RPS Credit Option would require  an additiona l four months  (120

would ha ve  to e xpe nd s ignifica nt e ffort, a nd unknown but non-trivia l cos ts , to imple me nt a

te mpora ry RPS  Cre dit Option progra m tha t might ha ve  be e n suppla nte d by othe r Commiss ion

determinations before  it is  even implemented. Even RUCO witness Huber, conceded this point.105

This  timing a rgues  in favor of not adopting an RPS Credit Option for TEP on a  tempora ry bas is ,

but ins tead reviewing this  option for TEP  in Phase  2 in conjunction with a ll othe r proposed ra te

des ign and NEM modifica tion proposa ls .

21 E. ERICA's  P ropos e d  Modific a tions  to  RUCO's  RP S  Cre d it Option  Ra te .

22

24

Should the  Commiss ion s till be  inclined to implement the  RPS Credit Options  EFCA has

23 propose d se ve ra l modifica tions  to a ddre ss  its  s ignifica nt fla ws . To s ta rt, the  RPS  Cre dit Option

should be  close  enough to compensation under NEM to be  viewed as a  reasonable  option for new

s ola r cus tome rs , cons is te nt with the  ra te  de s ign principa l of gra dua lis m. The re fore , EFCA

26 recommends commencing the  RPS Credit Option ra te  a t 95% of the  current 20-year levelized TEP

25

27

28

103 Kobor Tr., Vol. IX a t 2106:13-22.
104 Decis ion No. 75697, a t 116-117 ("In no case should a  fina l Commiss ion determina tion of the DG is sues  in this
docket take place la ter than the March 2017 Open Meeting.").
105 Huber Tr., Vol. VII a t 1595-96.
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ra te , or 12.6 cents  pe r kph, a s  the  s ta rting credit.106 The  credit would then be  reduced by 5% in

each successive  tier. It is  further recommended that the  size  of each tranche would be  28 MW, the

appears to agree  with this  change to the  Option to keep the  tranches open longer.108 These  fixes

to the  RPS  Cre dit Option re pre se nt a  s ignifica nt improve me nt ove r the  RUCO proposa l. EFCA

6 be lieves  tha t even if the  RPS Credit Option is  adopted in Phase  l with these  improvements , it is

important to explore  and refine  the  de ta ils  of this  program in Phase  2 in order to ensure  its  viability

and expense.

9

10

VI. THE TORS  P ROGRAM S HOULD NOT BE RATE BAS ED.

A. The  Compa ny's  Inve s tme n t in  the  TORS  P rogra m wa s  Imprude n t.

11

12

13

14

15

16

17

18

19

21

23

As discussed in grea te r de ta il be low, the  Company was to obta in a  prudence  review from

S ta ff prior to s e e king to ra te  ba s e  the  TORS  progra m.109 S ta ff did not pe rform a  prude nce

re vie w,110 but if it ha d, the  only conclus ion it could ha ve  re a che d wa s  tha t the  Compa ny's

investment in the  TORS program was imprudent.

As  e xpla ine d by S ta ff witne s s  McGa rry, a  prude nce  re vie w is  ve ry broa d a nd ca n be

forwa rd or ba ckwa rds  looking.m A prude nce  re vie w is  typica lly pe rforme d whe n utilitie s  ma ke

unnecessary investments  or make  an investment into something tha t could have  been obta ined in

a less-expensive manner.112 Although the scope of a  prudence review is determined on a  case-by-

case  basis , the  types of actions taken in a  prudence review include: (1) a  determination of whether

20 the  utility adopted and followed proper procedures , (2) de te rmina tion of whe the r the  procedures

a re  reasonable , (3) a  review of the  exceptions  to procedures  to ensure  they a re  reasonable  and

22 jus tifia ble , (4)de te nnina tion of whe the r e ve rything is  working a s  it should, (5) de te rmina tion of

the  e xis te nce  of cos t ove rruns  or ine fficie ncie s , a nd (6) proje ct-s pe cific inquirie s .113 In s um,

24
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106 Be a ch S upple me nta l Te s t., EFCA EX. 12  a t 9 .
107 Beach Tr., Vol. X a t 2314: 10 231528 , Kobor Tr., Vol. X a t 222924-6 , 2231 :2 -10
108  Hube r Tr., Vol. VII a t 1624-25 .
109 Commis s ion De cis ion No. 74884 a t 21112-20.
110 S e e  Abina h Tr., Vol XII a t 2856122 .- 2859:21.
111 McGa 1*ry Tr., Vol. IX a t 1952:21 1 9 5 3 :2 2 , Ga rre tt Tr.,  Vol. X a t 2 2 7 4 :1 3 -2 2 .
1 1 2  Mc Ga rry Tr.,  Vol. IX a t 1 9 5 6 1 9  - 1 9 5 7 :1 2 .
11:1 Id. at 1952121 1953:22 .
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"[p]rude ncy is  a  de te rmina tion of whe the r or not wha t wa s  be ing s pe nt, wha t a ctions  tha t

2 management has taken that has resulted in costs that were either inefficient and/or unnecessary."'14

Although the  re quire d prude nce  re vie w wa s  not conducte d, te s timony pre se nte d in this

4 proce e ding une quivoca lly de mons tra te s  tha t the  inve s tme nt wa s  not cos t-e ffe ctive  a nd wa s

comple te ly unne ce ssa ry. Accordingly, the  Commiss ion should s imply re fuse  to pe rmit the  ra te

6 basing of the  imprudent portion of the  TORS program proposed in this  case .

1. There  a re  Lower-CostAlte rna tives  to the  TORS program.

S ta ff witne s s  McGa rry a gre e d tha t a  proje ct ma y be  imprude nt whe n "a  compa ny [is ]

ma king a n inve s tme nt tha t could ha ve  be e n done  in a  le s s  e xpe ns ive  ma nne r.""5 The  prima ry

justifica tion the  Company used in a rguing for TORS was tha t it was needed so tha t it could obta in

DG RECs. RUCO witness  Huber expla ined, however, tha t TEP obta ined DG RECs in the  past for

10 cents a  watt, but that it costs the Company $2. la  to $2.20 per watt to install DG under the TORS

13 program."6 TEP could have  made  offe rs  to exis ting cus tomers  who have  re ta ined the ir RECs for

10 cents  a  watt or even less  and acquired RECs a t a  much lower price . Thus, the  TORS program

is  s ignificantly more  expansive  than less  expensive  a lte rna tives .

2. The  TORS program in wholly unnecessa ry.

Not only is  the  TORS program not cost-e ffective , but the  Company s imply has  no need to

obta in any additional DG RECs through the  TORS program. As s ta ted above , the  Company knew

from the  outse t tha t it could a chie ve  s imila r e nds  from inve s tme nt in utility s ca le  sola r or from

20 purchas ing DG RECs directly from non-TORS DG cus tomers .H7 Additiona lly, the re  is  no reason

to  purs ue  DG RECs  via  TORS . To da te , the  Commis s ion ha s  gra nte d TEP  wa ive rs  from

compliance with the  DG carve-out in the  REST rules.l 18 There  is  no reason to believe that waivers

will not continue  to be  gra nte d in the  future . As  Vote  S ola r witne s s  Kobor e xpla ine d, "the re  is

sufficient DG on their system insta lled without incentives in order to meet those  REST percentages

that are  required."l19

26
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114 Id. at 1952:8-11.
115 Id. at 1957:8-12.
116 Huber Tr., Vol. VII at 1581:17 - 1582:23.
117 Id.

118 Huber Tr., Vol. X at 1579:3-6.
119 Kobor Tr., Vol. X at 2212:6-12.
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As the  record shows tha t the re  a re  lower-cos t a lte rna tives  to the  TORS program and tha t

the  TORS program itse lf is  unnecessa ry, the  Commiss ion should not only deny the  Company's

request to ra te  base  the  TORS program, but should discontinue the  program in its  entire ty because

furthe r inves tment will continue  to be  imprudent.

5

6

B. Th e  Co m p a n y Fa ile d  to  Co m p ly with  th e  Co m m is s io n ' s  Ma n d a to ry

Pre requis ite s  for Ra te  Bas ing the  TORS Program.
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The  TORS program is  a  pilot program provided for in a  decis ion issued on December 3 l,

2014. 120 Notably, the  Commission opined tha t "[t]he  Commission's  approval of this  pilot program

should not be viewed as pre-approval for ra te  making purposes in a  future  rate  case."121 The order

expla ined S ta ff" s  position tha t "[t]he  Commission's ability to review the  prudeney of this  program

in TEP 's next ra te  case provides  the  Commiss ion with the  a bility to prote ct ra te pa ye r inte re s ts ...

In essence  TEP's  proposa l is  a  way of trea ting company-owned rooftop DG in a  manner s imila r to

traditiona l genera tion resources , which a re  cons tructed and then put into ra te  base  in future  ra te

proceedings after review by the Cornmission."122 (Emphases added).

Several requirements were then adopted by the Commission that needed to be  me t prior to

ra te  ba s ing the  TORS  progra m. This  include d tha t a  de te rmina tion of prude nce "will be  ma de

during the  ra te  case  in which TEP reques ts  cos t recovery of this project."123 (Emphases added).

This  re quire me nt wa s  e s pe cia lly vita l a s , a t the  time  the  TORS  proje ct wa s  imple me nte d, no

determination of prudence was made. 124

20 The  Commis s ion a ls o orde re d tha t TEP

21

"ensure that the cost of the utility-owned

similar to that of third

22

re s ide n tia l d is tribu te d  ge ne ra tion  p rogra m is -pa rty progra ms .

Accordingly, TEP  should commit to cos t pa rity with current ne t metering ra tes , and if ra te  design

23

24

is  addressed in the  future  in a  way that materia lly impacts existing net energy metering participants,

TEP  s hould e va lua te  options  for e xis ting s ola r cus tome rs , a s  we ll a s  TEP  DG cus tome rs , to

25

26

22:18.
27

28

120 Commission Decision No. 74884 at 21:12
121 id. at 21:12-20.
122 Id. at 10:4-16.
123 Id. 21:12-20.
124Id .
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minimize  any cost parity issues  be tween the  two groups and unintended impacts ."I25 (Emphases

added).

Fina lly, the  Commis s ion re quire d tha t TEP  "include  a  dis cus s ion of the  utility-owne d

re s ide ntia l dis tribute d ge ne ra tion progra m in its  a nnua l REST pla n filings  ... be ginning with the

2016 RES T pla n  ... [tjn is discuss ion sha ll include  a  cos t/bene ft ana lys is a nd sha ll fully re port

on all aspects of the program."126 (Emphasis added).

The  Commission's  intent is  crysta l clear tha t before  any aspect of the  TORS program was

ra te  ba se d, such a ction would ne e d to be  jus tifie d via  a  prude nce  re vie w. Furthe r, TEP  wa s  to

assure  tha t the  cost of the  TORS DG would be  s imila r to third-party DG and account for changes

in rate  design impacting existing DG customers and provide a  discussion and report of the program,

a nd a  cos t-be ne fit a na lys is . The s e  re quire me nts  we re  put in pla ce  s pe cifica lly to prote ct the

inte re s ts  of ra tepaye rs . The  Company fa iled to comply with a t lea s t three  of these  requirements

and therefore , is  prohibited from placing any aspect of the  TORS program into its  ra te  base .

I. S ta ff Fa iled to Conduct the  Mandated Prudency Review.

As expla ined in grea ter de ta il above, Staff had broad discre tion as to the  form and function

of the  prudence  review. What was not permitted by the  order was conducting no prudence  review

whatsoever. Multiple  witne s s e s  he re  con finne d tha t no prude nce  re vie w of a ny type  wa s

conducted in this  proceeding.l27 Sta ff witness  Abinah bluntly s ta ted "no, we  did not" when asked

whe the r S ta ff conducte d a  prude nce  re vie w a nd the n e xpla ine d no prude nce  re vie w would be

conducted until a  more substantial amount of TORS systems were asked to be rate based.128

2. The Company did not Ensure  Cost Parity between its  TORS systems and non-

TORS systems.

Additiona lly, in its  ra te  case  applica tion, the  Company indica tes  it, "is  propos ing changes

to its  ra te  design to help ensure  that a ll customers pay a  more equitable  share  of the  fixed, ongoing

cos ts  of providing sa fe  and re liable  se rvice . TEP  a lso is  propos ing to modify its  [NEM] ia riff*"29

26

27

28

125 Id. at 22:3-8.
126 Id. at 22:15-18.
127 McGarry Tr., Vol. IX at 1958: 13, 1959:6-10, Solganick Tr. Vol X at 2507:19-24, Tillman Tr., Vol IV at 990: 12-

18.
128 Abinah Tr., Vol XII at 2856:22 2859:21.
129 Commission Docket No. E-01933A-15_0322, "Application," 4:10-16 (Sep. 4, 2015).
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De s pite  re que s ting  cha nge s  to  ra te  de s ign tha t will "ma te ria lly impa ct[] e xis ting  NEM

participants ," TEP has  not provided any discuss ion or ana lys is  indica ting how it is  mainta ining

cost parity in light of its  substantial changes to DG rates and NEM. The bottom line is  that without

the mandated analysis , it is  impossible  to know whether there  will be  cost parity between the two

types of DG systems after the conclusion of Phase 2. We have no assurance that after the adoption

of the  proposed ra tes  that the  TORS systems will not be  s ignificantly more  expensive  than non-

TORS DG systems in viola tion of the  order.

3. The Company Failed to Provide a  Cost-8enefitAnalysis  to Support its

Discussion of the TORS Program.

Finally, a lthough the  Company provided a  discussion of the  TORS program in its  REST

plan filing, this discussion was not accompanied by the required cost-benefit analysis. 130 In failing

to provide this analysis, the parties herein have been deprived of any opportunity to consider costs

(such as a potential cost shift caused by TORS systems) and benefits of the TORS program needed

to make a rational decision about rate basing it.131

It is  important to enforce  a ll the  pre requis ite s  adopted by the  Commiss ion in the  orde r

implementing the TORS pilot program. These prerequisites were meant to safeguard the rights and

the  inte re s ts  of the  ra tepaye rs . The  orde r provides  no wa ive r or de fe rra l language  for the se

prerequisites. Nor does it provide for the Company and Staff to avoid compliance if the request to

rate base a portion of the program does not meet some size threshold.

A failure to enforce all the prerequisites would create precedent for the Company and Staff

to continue rate  basing ever-increasing portions of its  TORS program without complying with the

safeguards put in place to ensure the viability and fairness of the program.

It is  fa r too la te  in the  proceedings for e ither Sta ff or TEP to attempt to cure these defects

as the submission of rushed materials would only serve to prejudice the parties hereto. In this case,

25
130

26

27

28

Commis s ion Docke t No. E-01933A_15_0239, "Applica tion," pp. 8-10 (J uly 1 , 2015). Although EFCA
aclmowledges that TEP did provide a  discussion and report of the  program in its application as required by the order,
EFCA doe s  not conce de  tha t the  provide d discuss ion a nd re port a re  sufficie nt to fulfill the  re quire me nt. EFCA
expressly preserves its right to argue  tha t the  substance  of the  discussion and report provided in this and any future
case is inadequate.
131See generally Kobor Direct Test., Vote Solar Ex. 4 at 24: 16-22 (discussing the potential cost shift caused by TORS
customers).
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it is  undisputed tha t TEP utte rly fa iled to comply with the  prerequis ites  and therefore , cannot have

any portion of its  TORS program ra te  based in this  proceeding. Thus, if the  Commission does  not

discontinue  the  TORS  progra m, it should de ny the  Compa ny's  re que s t to ra te  ba se  the  TORS

4 program in this  proceeding.

3

5 VII. THE BASIC CUSTOMER METHODOLOGY SHOULD BE USED TO

CALCULATE THE CUSTOMER CHARGE.6
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The Company has  s ignificantly devia ted from the  cost of se rvice  approach approved in its

la s t ra te  ca se  for ca lcula ting the  cus tomer cha rge . In the  pas t, TEP has  used a  Bas ic Cus tomer

a pproa ch to ca lcula te  the  cus tome r cha rge , which me a ns  the  cus tome r cha rge  is  ba se d on a n

10 obje ctive , we ll-de fine d s e t of cos ts  tha t include : (1) me te ring s e rvice s , (2) me te r re a ding, (3)

customer se rvice , and (4) billing costs .l32 In this  case , TEP has  changed to the  Minimum System

12 Method approach, which adds s ignificantly more  costs  to the  customer charge .

The  Minimum Sys tem Method is  a  theore tica l me thod based on the  theore tica l minimum

system it would take  to se rve  the  theore tica l minimum cus tomer.'33 Under the  Minimum Sys tem

Me thod, a  portion of dis tribution pla nt cos ts  (e .g. line s , pole s , tra ns forme rs ) a re  a lloca te d to a

cus tomer cla ss  ba sed on the  number of cus tomers  but not ba sed on tha t cus tomers  use  of the

sys te m.'34 EFCA witne s s  Ga rre t re ca lcula te d the  cus tome r cha rge  us ing the  Ba s ic Cus tome r

Method without these  charges and found the  basic service  charge  should only be  $8.26 vs. TEP's

propose d $15.67."5 Thus , the  Minimum Sys te m Me thod le a ds  to ina ccura te  a nd infla te d ba s ic

service charges.

A.21

22

Minimum System Method Does Not Conform to Bonbright's Principals or

Provide Accurate Price Signals.

23

24

25

Recovering a  la rge  share  of dis tribution system costs  through customer charges  is  ne ither

fa ir nor based on his toric use  of the  dis tribution grid. As RUCO witness  Huber expla ins , us ing the

Minimum System Method to derive  costs  is  "equiva lent to assess ing a  per person tax tha t re flects

26
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28

132 Garret Direct Test., EFCA EX. 10 at 36:5-9.
133 Garret Direct Test., EFCA EX. 10 at 36:10-12,
134 Huber Direct Test., RUCO Ex. 10 at 16:3-6
135 Garret Direct Test., EFCA EX. 10 at 36:21-22.
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ne ither the  customer's  ability to pay nor the  benefits  rece ived."136 James Bonbright, the  fa ther of

mode m ra te  de s ign, a ls o highlighte d tha t the  "the  inclus ion of the  cos ts  of a  minimum-s ize d

distribution system among the  customer-re la ted costs  seems to me clearly indefensible .

In s upport of us ing the  Minimum S ys te m Me thod, TEP  de ve lope d a n e s tima te  of the

proportion of dis tribution costs  in Federa l Energy Regula tory Commission Accounts  364-368 tha t

should be classified as customer related.138 TEP has proposed increasing the costs a llocated to its

customers  from 6% in its  las t ra te  case  to approximate ly 13% in this  ra te  case  - a  117% increase"

TEP has not justified or provided any reasonable  ra tionale  for adding these  expenses to the  basic

service  charge in this ra te  case .

TEP witness  Ove rcas t, a rgues  tha t increased dive rs ity in load in the  dis tribution sys tem,

justifies  the  charges .140 Overcast fa ils  to acknowledge  or s ta te  tha t there  is  increased divers ity in

load for any common facility tha t is  sha red among multiple  use rs .141 This  is  true  for even loca l

branch lines  feeding individua l cus tomers .'42 Thus  the re  is  nothing individua lly cus tomer re la ted

a mong the se  common dis tribution cha rge s  ide ntifie d by Ove rca s t. Ove rca s t pre se nts  no cle a r

ra tionale  or boundary for when and where  certa in facilities  tha t a re  common to many users  should

be considered customer-related costs versus demand or energy-related costs.'43

Overcast a lso fa ils  to demonstra te  how the  use  of common distribution charges in the  basic

se rvice  follows  the  principle  of cos t-causa tion s ince  the  Minimum Sys tem Method does  not only

recove r the  incrementa l cos ts  tha t a rise  from se rving individua l cus tomers .144 The  ave raging of

customer charges  a lso viola tes  the  "matching principle" as  there  would undoubtedly be  varia tions

in the  e xa ct cos t of the  se rvice  drop a nd cus tome r me te r to se rve  individua l cus tome rs .145 By

contra s t, the  Bas ic Cus tomer Me thod limits  the  cus tomer cha rge  to a  na rrower, de finable  se t of

23

24

25
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136 Huber Direct Test., RUCO Ex. 10 at 16: 16-18.
137 Garret Direct Test., EFCA Ex. 9 at 3618-12, n.42.
138 Kobor Direct Test, Vote Solar Ex. 4 a t 71:10-25
139 Baatz Direct Test, SWEEP and WRA EX. 1 at 10.
140 Overcast Direct Test., TEP EX. at 13:20.
141 Huber Surrebuttal Test. RUCO Ex. 11 at 15:6-13.
142 Huber Surrebuttal Test. RUCO Ex. 11 at 15:6-13.
143 Huber Surrebuttal Test. RUCO Ex. 11 at 14-24.
144 Huber Direct Tes t., Rico EX. 10 a t 15:10-20
145 Huber Surrebuttal Test. RUCO Ex. 11 at 25-26.
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17

cos ts  tha t ca n be  tie d to the  cus tome r with a  gre a te r de gre e  of ce rta inty a nd pre cis ion while

safeguarding against inflated customer charges. 146

It a ppe a rs  through the  us e  of the  Minimum S ys te m Me thod the  Compa ny will like ly

propos e  incre a s ingly highe r fixe d cha rge s  by a dding a dditiona l dis tribution cha rge s  into the

cus tomer cha rge . This  is  a  door tha t s hould not be  ope ne d. Inde e d, s e ve ra l public utility

commis s ions  ha ve  s imila rly re je cte d the  Minimum S ys te m Me thod be ca us e  it ove rinfla te s

cu s to me r ch a rg e s  in c lu d in g  Uta h ,  Illin o is ,  Ma ryla n d ,  Te xa s ,  Arka n s a s ,  Co lo ra d o  a n d

Washington.147 According to SWEEP/WRA witness Baatz, a  study commissioned by the  National

Associa tion of Re gula tory Utility Commiss ione rs  found tha t the  Ba s ic Cus tome r Me thod is  the

common me thod us e d in ove r 30 s ta te s .'48 Eve n Ove rca s t's  lone  e xa mple  of Conne cticut

supporting the  Minimum S ys te m Me thod wa s  found to be  fa lse , a s  Conne cticut a ctua lly ha s  a

statute in place that specifically bars using that method. 149

Fina lly, the  e ve r incre a s ing use  of putting grid dis tribution cos ts  in the  ba s ic cus tome r

cha rge  is  a  cla ss ic s lippe ry s lope . Theore tica lly a ll cus tomers  could be  a rgued to commonly use

the  sys te m, so e ve ry common fa cility a ll the  wa y up to the  powe r pla nt could be  la be le d a s  a

cus tomer cos t.150 Such an outcome  is  ne ithe r fa ir nor ba lanced and TEP 's  proposa l to use  the

Minimum Sys tem Method should be  denied in its  entire ty.

18 B. The Minimum System Method Reduces Customers' Incentives to Conserve

19

20

21

22

23

24

25

Ene rgy.

Unde r the  Compa ny's  proposa l, a  s ignifica ntly gre a te r sha re  of e a ch cus tome r's  bill will

be  collected through a  higher bas ic se rvice  charge  based on the  minimum sys tem method. If the

Company's  proposa l were  adopted, each customer would have  a  much smalle r portion of the ir bill

over which he  or she  has control. For example , under the  proposed ra tes , customer will be  unable

to control 20% of the ir tota l bill compared with ll.5% under the  current ra te s .151 Thus , under the

Company's  proposa l the re  would be  a  s ignificant increase  in the  portion of cus tomers ' bills  ove r,
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146 Garret Direct Test., EFCA EX. 10 at 36:5_9.
147 Huber Direct Test, RUCO Ex. 10, 17, n.12, Huber Surrebutta l Tes t., RUCO Ex. 11 a t 17, nn.3-5.
148 Blatz Direct Test, SWEEP/WRA EX. 1 a t 10, n.2
149 Huber Tr., Vol VII a t 1466:4-8.
150 Huber Surrebuttal Test., RUCO Ex. 11 at 15:16_16;2.
151 Huber Direct Test., RUCO Ex. 10 at 20:16-20.
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1 which they will be  unable  to manage  through ene rgy conse rva tion. Additiona lly, by propos ing to

2 recove r more  of the  Company's  fixed cos ts  through a  highe r fixed ra te , the  re sulting volume tric

ra te  included in the  Company's  proposa l is  lower. A lower volumetric ra te , however, dampens the

4 price  signal customers receive, further reducing the  incentive for customers to conserve energy.152

3

5 VIII.  C O NC LUS IO N.

6

8

9

10

1 1
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For the  reasons  discussed in this  brie f, EFCA requests  tha t the  following actions  be  taken

7 in this  proceeding:

(1 ) TEP's  proposa l to form the  new commercia l MGS ra te  class  should be  re jected.

(2 ) The  Company's  proposa l to impose  demand ra tche ts  on its  MGS cus tomers  should

be  re je cte d. TEP  mus t be  orde re d to  s ucce s s fully imple me nt a nd comple te  a

substantive educational plan before  proposing adoption of any demand ratchets in the

future .

(3 ) TEP should be  ordered to e limina te  its  exis ting LGS demand ra tche t.

(4 ) In the  event tha t the  Commission adopts  the  new MGS ra te  and/or demand ra tche ts

for comme rcia l cus tome rs , it mus t gra ndfa the r a ll comme rcia l DG cus tome rs  tha t

submitted an inte rconnection applica tion prior to the  issuance  of a  fina l order in this

17

18

19

20

21
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proceeding on the ir current ra tes , ta riffs , and ra te  designs.

(5 ) TEP 's  proposa l to cha rge  DG cus tome rs  for the  ins ta lla tion of a  production me te r

should be  re jected in its  entire ty.

(6 ) The  Commis s ion s hould re je ct the  Compa ny's  propos a l to ra te  ba s e  its  TORS

progra m or a ny portion the re of a nd de e m the  TORS  progra m imprude nt a nd

discontinue  any additiona l implementa tion of the  program.

(7 ) If the  Commis s ion doe s  not dis continue  the  TORS  progra m, it s hould re je ct the

Company's  proposa l to ra te  base  its  TORS program or any portion thereof for fa iling

to comply with the  pre re quis ite s  for ra te  ba s ing the  progra m a nd/or for be ing a n

imprudent inves tment.
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152 Huber Direct Test., RUCO Ex. 10 at 21:1_5.
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(8 ) The  propos e d incre a s e  to the  re s ide ntia l cus tome r cha rge  utilizing the  minimum

system method should be rejected and a new charge in the amount of or around $8.26

as calculated using the basic customer method should be adopted.

(9 ) A de cis ion on the  a doption of RUCO's  propose d RPS  Bill Cre dit Option should be

deferred until Phase  2 in order to avoid creating issues re la ting to grand fa thering and

to a llow the  Commission and parties  here to the  opportunity to consider the  outcome

of the  Va lue  of Sola r docke t.

(10) In the  event the  Commission opts  to approve  an RPS Bill Credit Option in Phase  1 of

this  proceeding, it should adopt the  proposed changes  presented by EFCA or Vote

Sola r.

(l l) To the  extent tha t any proposa l impacting the  ra te s , ta riffs , or ra te  de s igns  currently

a pplica ble  to DG cus tome rs  a re  a dopte d, a ll DG cus tome rs  (both comme rcia l a nd

re s identia l) tha t submitted an inte rconnection applica tion prior to the  is suance  of a

fina l orde r in this  proceeding mus t be  fully grandfa the red on the  current NEM ta riff

and the ir current ra te  design for a  period of a t least twenty years .
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